
Unidentified Audience Member 

Obviously Dr. Malone has made a great call with the News Corp. investment. I think i t  is up psomething like 20% year~to-date. 
st'spst upmoretoday.l'mJustcurioustoknow,whatdoyouthinkitisultimatelyworth?ItisoverS18right now.Doyou think 
it is 5till intcrcsting here? 

Greg Maffei ~ Liberty Media ~ President & CEO 

, thinkit was 19.56 thismorningorsomething?You know.weareon thenon(indiscerniblel.Wearelong-term believersin news. 
We think that of all the major media companies, they have done the best job of positioning themselves both for international 
growth and. importantly. for Internet growth and then in many cases, even in the domestic market for exciting opportunities 
Iikclldlel. Sothey havedoneawonderfuljobonsomanyfrontswithagreat managementteamanda greatvisionary in Rupert 
Weareveryenthusedandverycomfortablesittingwhereweare,and ultimatevalue I think reallyisa timeframe iswe because 
they continue to grow value so we are comfortable riding along. I'm lucky to have had John and Dob and the whole team put 
:ogptheraveryinterestingpositioninnews,andI thinkweare kindofinanoloseposition.Weeithercomeupwithromething 
nteresting in a 355 type deal or potentially look a t  other tax~free ways to deliver out to our holderr. But underneath all that is 

a rising tidewhich I thinkwili continueto floatthat investment. So weareexcited. 

Unidentified Audience Member 

Andif Icouldjustaskafollow~up. Is thereanythingin the i r~ - i  knowyou havegotten thisquestion before+ butisthereanything 
in t heir stableof assets in the Newscarp. empire that seems interestingorattracrive to you that you think would fitnicelywithin 
rhecompany? 

_- . 

Greg Maffei Liherry Media ~ Prezideni &CEO 

Yes, I love MySpace. I would takp ~ no, I think they haw a lot of really interesting businesses, all kidding aside. I think DIRECT, 
6SkyB.whattheyaredoing in Itaiy. Seriourlyyoucancome upwitha langiistofvery interesting businesses.Thechallengewill 
which of those businesses does News believe they can partwith that in somewaydoes not fundamentally impairtheir business, 
theirstrategy?Canwefinda hurinesrthey arewilling topart with thatwecanagreeon priceand that wecanconsider it isnat 
nrirsari ly rtrategir in a <ynPrgi<tir W ~ S P  bpcauw it adds IO much, at  i w s t  strategic in a sense that we wodd bP willing and 
wan1 to h d d  i t  fora long~ternr,a longenouyh time in mine way? 

You know people have surmired television stations. People have surmised the couponing business as potential opportunity. 
One can point to interesting things about both of those businesses or things that arechallenging or impaired or potentially 
.rnpaircd over the lang~tprm. 

One element that i5 very interesting i s  the leverageability of those kind of assets and the potential there for UI to in some 
nonrecourse fashion barring truedisaster CODincome type perspectiveto takean awful lotof money off thetableona pretax 
bsisand, in fact, leavea ~mai lamountof~ui~inthcplayandwalkawaywithalotofcarh.  

Sowasthatstrategic!ltwiII beifyou believeyoucancontinuallyholdthosebusinessesandreleverthem.ltmaynot bestrategic 
mn a sensethat it adds to Lorne Abony's business or Rich Cronin's business or to BobClasen's business. So wewill have to weigh 
out what is out there. On the other hand, ?m still open to MySpace. 

John Olr LiberryMedio VP, IR 

YP5? 
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Unidentified Audience Member 

if Icanjustfollow-upon theNewsCorp.topic,couldyoudiscussyourviewon thepoison pill howyouwouldthinkaboutvoting 
in such a Situation and haw you would think about advising other investors on that situation? 

Greg Maffei Liberty Media ~ President & CEO 

Well.1 thinkwehave beenconsistent in suggesting thatthingsthatrestrictourflexibilityasan invertararenotinourshareholders' 
:nterests. So in thesame way that weas Expediaand IACsought toget HSR beable to useour preemptive rightror buy more 
stock in t h e  marketplace or the way that we went and sought to have our votes returned and our Time Warner stock early 50 
that wecould pariicipatc if there wcreany critical dccisionsto bc madeasa fullyvoting shareholder, wedon't see it isobvious 
why we would vote for a pill designed to restrict our ability to buy more stock. 

As far as advising other shareholders. I don't think WP have a position today. We are out one way or another. We are at the 
momentprtsayingthii ~rwhereitseemsta makesense forus. 

Any rnorequrstions? Are you all appropriatelydesirous of some morecoffee! 

Well, thank you very much, and we look forward to reeingyou in about 15 minuterorsotocontinuewith Liberty Interactive. 

Arid th.+nk\ 10 Rot), Lorn?. Rich and Mark 

P R E S E N T A T I O N  

John Orr ~ LibertyMedia ~ VP, IR 

Okay. We are back. If everybody could take their seats. We're going to dive into Liberty Interactive now. Greg will come back 
up and give you an overview of Liberty Interactive and thestrategy and rationale behind that tracking stock. And then we will 
have a presentation from the affiliate management of Liberty Interactive. Welcome back, Greg. 

Greg Maffei ~ Liberry Media ~ President R CEO 

I open this morning an thinking aboutourstrategyat Libertywith this slide. Andobviously I think itappliesalmost equally to 
Liberty Capital ~~ I'm sorry, as it does to Liberty Capital over at Liberty Interactive. The one blessing is a conversion problem 
doesn't exist. I think the businesses inside Liberty Interactive on general are businesses we are long-term holders of and are 
cxiited about. But the opportunity to incubate new businesses which can leverage the capabilities of QVC and some of the 
othcraffiliatrd corn panics inside L ik r iy  Interactive, thc opportunity to acquire new businewes which leverage those capabilities, 
the opportunity to bring collaboration acr011 those businesses, to operate them well, and above all. to innovate exist equally 
~n Liberty Interactive, if not more Y). 

On the roadshow and in recent weeks we have talked about some of the goals of Liberty Interactive. First and foremost in the 
operating category to continue the strong organic growth in existing markets. We operate in four markets today, the US., 
Germany, Japan and the UK. All have been performing well. The opportunity to extend that and just grow that base business, 
leverage the capabilities that we have both in international and the Internet in particular. driving those faster growth areas is 
PXCelIPnt 
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St-condly, we havca 7.6 million customer base in the United States. 10.4 million worldwide. The opportunityto take the strong 
relationships that we have with rhose customers. really unique or nearly unique in the world of retailing, and expose them to 
more products and more services that are Liberty owned or Liberty partially owned and capture therefore more of the value 
proposition i s  a great opportunity. 

Stories are rift about businesses that got launched on QVC. that benefited from the promotion of QVC, that benefited from 
exposure rotheQVCcustomer base.An opponunityfor us, onerhatclearlywecancapitalizeon, we believemoreinthe future 
than we have in the past, i s  to capture more of that value chain by bringing in businesses that we own a piece of, or investing 
in businesses that want to get promoted, and that we think will he successful. 

W ~ s h o w  140 iteinsdddy on theon-air channel roughly. Theopporlunily to alwaystest new onesandsee which works, to tinker 
and improve the business. Mike George i s  going to be far morearticulate about this topic. But the opportunity to includeones 
in which we havean investment we thinkisan excellent upside. 

Nextto talkabout video. Ialreadymentioned in thecontext ofLibertyCapita1,andyousawhow RichCraninandLorne Abony 
talked about the marriage of the Web and the video linear channels. I think that opportunity obvious exists a t  QVC. QVC has 
more video footage,video history and video commerreexperience than really anybody out there. And as broadband connectbns 
increase, and you think a b u t  what else is  out there in the Web. continued exposure to video to promote QVC.com our own 
5ite.AndMike isgoinq to talkaboutsomcofthcexcitingthingswc'rcdoing thethereand howwearelevcragingvideoon that 
site. 

But also the opportunity to promote other e~commerce brands, all of the ones that are currently in Provide, potentially other 
onesthat wealsoaddisexciting.As I touchedon,to have brandsthatweownapieceofwhicharedistributednotonlyatQVC 
on the linear channel and promoted there, not only through QVC.com, but also ones that take advantage of that promotion 
and are distributed to other channels, whether it be department stores or specialty Stores. There are many businesses, as I 
mentioned, and a couple of examples would be the recent restart of [NutriSystemsl or how [Bare Essentials1 or [Philosophy1 
reallyrelied uponthe promotion capabilities andexposure to theQVC Customer base tagrow We haveanopportunityto take 
othm brand5 likp thorp dnd bring rhrm. not only i r i t n  ot i r  fold, but broaderand lewragp that. 

Lastly. we havea relatively unique business model.We'vegotgoodorganicgrowth,withgood prospects for increasing margins. 
But also, a lot of free cash flow and the opporhinity to redeploy that free cash flow into eitherattractive investmentopportunities. 
which can leverage our synergies, or the repurchase of stock i s  likely to take our earnings per share and our free cash flow 
per~share up faster than either our topline growth or our EBITDA growth. That leverage growth story i s  nearly unique. And I'm 
going to give you some more Statistics about why we think it is potentially attractive to investors and why it he potentially 
undervalued today. 

I mentionedoneof ourthemesobviously with the businessof thisscale isoperate.Thegood newsis MikeGeorge. BillCostello, 
Darlene, the teams have been doing it well, and continue to do it well. We had strong internal growth in 2005. And by that I 
mean comp store growth in excessof 9%. If you think about our opportunity to grow new stores, incremental homes past, it i s  
relatively m d  We are a fully distributed video channel. We have some modest 1 to 1.5% new homes past growth. That is not 
where the growth is coming from. The growth is coming from increases in penetration, increases in ASPS, changes in mix, and 
customers beingconvertedontheWeb.Allo1 thosethingsarewhataregoing todriveourgrowth.And that kindofcompstore 
growthis reallyunparalleled.Thereareveryfew,if any,retailersof thescaleofQVC whichcould haveexperiencedthat kindof 
growth in 2005,Theonly one that I know that even come5 close is Starbucks. And I have notedonthe roadshow, theytrade a t  
3 slightly higher multiplerhan we  do^ 

Second i s  inlernational. We had excellent international growth in 2005. And even still in d relatively tougher environment in 
Ql, very good growth if you I w k  in local currency. Obviously, the dollar was a severe headwind in Q I .  But going forward, as 
welookattherestoftheyear,that isgoingtoabateandstarttoturn,andwewillasktoreport betternumbersindollarsgoing 
ahpad. 

www.streetevents.com 
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Strong Internet growth. Lastycar overall QVVC.com was up about 3296. if you include all the internationals, about 30% domcsticalty. 
Over S I  biiiionof Internet revenue.That makes useither thesecondorthird largestgeneral merchandisecompany on the Web, 
&hind Amazon and either tied with or slightly behind or slightly ahead of Penney's. In Q I ,  as I note on the slide, it was up to 

2 W o f  Internet saler. Internet sales rather were up to 2Whof domestic revenues, slightly less in overseas, but going fasterthere. 
year 

Lastly, on? of the things thaf is amazingly powerful about our business model i s  we generate among the highest margins out 
thew But we don't do if by showing particularly high gross margin goods. Surely we're hgher than a Costco or an Amawn 
which has eitherconrumer electronics or high book percentages with relatively low gross margins. But compared to a typical 
i ipartment mw wr~nctunlly run a slightly lower grow margin trying to provide va lw  to our customers~ Where wc excel i( in 
uur convmion of that gross margin into operating margin and free casMlow margin. 

And that i s  because the power of a fully distributed video commerce channel is overwhelming. We recently looked at a survey 
of about 18 Internet and video commerce companies, and found that QVC had the lowest conversion rate cost, or lowest 
conversion cost.ThP difference between ourgross marginsandour operating marginswasthesmallest. And that is a testimony 
to both the power of the videoand incredibleef~cieniies that have been built by theteam a t  QVC. 

Obviously, how does that i s  pay off? We think it has brought a lot of value to our rhareholders. If you look back ju5t at the 
~ncremcntalpiirchase that wcdid in Septcmbcrof'03 whenwe broughtremaining 53% ~57%rather fromComcast,we paid 
about 7.7 billion in a mixture of stock, cash and debt. And if you look at those multiples and just pay attention to those for a 
second because there will be a test at the end. We paid about 13 times operating cash flow in '03. And a little under 11 times 
operating cash flowfor'O4. Since then the business hasaccelerated.Andactually both thedomestic business in particular, and 
the international businesse5 had excellent growth, and domestic has actually had faster growth than was the average over the 
prior three orfiveyearr. 

cash flow has grown even faster. And if you lookat about --and we try to analyze how we have done - overall something like 
on th~iniiemenralcapital deployedwe havesomething likea 12%return on investment. But becauseweateourowncooking, 
x you know, Liberty ha=, rnroiiraged many of the cornpanips in which we are investor5 to have greater leverage. And we ate 
our cooking in the form af leveraging that investment. our ROE probably has exceeded 30%. Even with that vdlue in Liberty 
liiteractive tndayatwhatweklieveisprobablya pretty lowvaluationandonethatwill changeovertimeorpotentially change 
ovwtimcaswechange theshareholder base.And 1'11 talkaboutthat moreinasecond. 

In actual cash out. including about 900 million of tax benefits, we havetaken almost $3 billion of cash. If you thinkabout the 
centrrpiece aboveall ofwhat goeson a t  Liberty Interactive and what wewant to do,QVC is at thecore.And taking that QVC 
engine, both its video commerce capabilities and promotions, and its customer base, and using it to leverage fastergrowth at 
thc cxciting businesses wc have come at ProFlowers, or Uptime Prime or any of the other brands, and incrementally taking 
burincsics likc GSI Commcrcc and Commcrcc Hub, which arc Web enablement businesses, and you'll hear more in particular 
about GSI Commerce from Mike Rubin. The opportunity to let thoseall accelerate the overall grobvth of our Web business and 
leveragethat at QVC I S  very exciting. 

Tn supplement thr growth that we have at QVC, which is excellent, and build out a more complete set of Internet businesses 
at Liberty Interactive, weacquired ProvideCommerce back in February '06and you'regoing to hear from Bill St raw about that 
buriness. But it i s  one of the leading providers of flowers and other gift items on the Web, And i t  i s  panicularly differentiated 
by an innovative direct burinesr model. In sort of a Dell-like fashion, Bill and his team have reengineered how flowers are 
drliverec to consumeri in a way that captures much more margin ann provider a much fresher flower and a much better 
p ~ ~ ' ~ ' i p n r p . W p b o ~ g h t i t a t  whatwebrlip~pi~areasonahl~valueonast;lnd~alonebasi~,probablyabout 13,13~5rimesEBITDA. 
And we think we can accelerate llidt growth drid have i t  be dll even better business by leveraging those brands an QVC and 
0VC.com. 

www.streetevents.com Contact Us 
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We'vr also been loitunatc to i nws t  in arcas where there has bccn a lot of innovation. And even where we're not in direct 
oppraling control, we have been blessed by having businesses which are quite innovative. Expedia business,which I'm quite 
familiar with as I was Chairman for about three years, is absolutely the leader on online travel. Aod the list of things that it is 
~nnovativeinarPnumerousandmany.~ginningwiththeabilitytosearchforthebestfaare,to buildingamerchanthotelmodel 
that leveragcdrhe agency traffic thattheygorfromairlines. to packaging moreand moreelementsand bundlingthem together 
with a flight dnd a hotel and a rental car. And that providing ~ using its leverage and the opaqueness of the price to capture 
moremargin and provide both b~ttervalu~toconsumersand betterprofitstoitself.Andobviouslybeingearlyin Europe,which 
i s  today custaining much of i ts growth. We are an active investor. We have a couple of Board seats, and we account for this 
businrs on an equity basis 

Ldslly, IAC, the other biy investment inside of Liberty Interactive. It is b complemenlary set of businesses, l e v e r e g  both 
e cflmmerce and new media experience and having many of the same v idw commerce elemena. A lot of these portfolio 
businessrs have excellent growth and good prospects ahead, and we think will enhance in value. 

If youcombine themaltogetherandthinkabouthowthis business lookoverthenext threetofive years,firstandforemost,it 
hasgot excellentorganicgrowthfora business of its scale. High singledigits to low doubledigit revenuegrowth,fueled primarily 
bycompstores, not by new homes.That bringsout theoppomnity to have much lesscapital investment i f  you think about it. 
I f  you area typical storefrontretailer,andyou're rolling outgrowth by new storefronts,thereisobviouslyquitea latof expense 
inthat. Itisexpcnsc thatwelargclyavoid. Most ofour CapExisobviousIydevotedtoMlStype thingsorpotentiallydistribution 
~~ntcrs .Andwewi l l ta lka l i t t leb~tabout that inasecond.  

We get increasing inargins because of leveraging that business. We are running about a 23.4% domestic EEITDA margin. and 
expect that the international margin, which is about 11.5, both margins will grow, but the international marginwill growfaster. 
And in panicular in places like Japan potentially start to approach the domestic margin. 

if you take all that free cash flow, and you take all that growth, and you reinvest i t  either in new businesses or in the model I 
have assumed here. and we are primarily in repurchase of stock. you're going to get even faster growth in EPS per share, or in 
lrpr cash flow per sham I don't think thew are a lo1 of companier out that have that kind of model and that growth. And we 
die excited abaut the opportunity to expose it to the public market. 

It is aciompanied with excellent return on capital on all incremental dollars invested, not just ones that we've invested, but 
whenit invests itcontinuestogeneratevery highratesof returnoncapi1al.A~ I mentionedalready,we haveabout$3.5million 
of strategic public investment in Liberty Interactive as well. 

Herecomesthetert part.Ifyou loakatthenumberswhichwepurchasedthis business,somethinglike 13and 1 1  timeslooking 
backat trailingandforward,andyou lookat howthc business hasgrown.and infact,in somecases thegrowth hasaccelerated, 
and one can talk about the prospects going forward and whether they are as exciting or not, they still pretty good to us. 

Sut if you lookatthetotalityandcompareittoauniverseofetailersandspecialtyretailers,andyoucan rightlypointoutabout 
any one of the= that it IS not the right comp and I S  not exactly the  same kind of model.That i s  part of the point. The Liberty 
Interactive model fueled byQVC is unique.There's nothing with thesamegrowth rates and thesamefreecash flowgeneration 
capabilities. 

But if you look dt the average. our growth rates are projected over the next three years by analysts to be significantly higher. 
Our evaluations based on where LINT was trading yesterday. and it Is actually down a little bit today, looks less. And this takes 
rhe  just look a t  it in caseswhew irrakrq out  ~~ it value5 the public stake5 and full fair market value, and then takes off thpdebt 
LO <ome up with an equity value. But ilyou Ibokat the totalityofwe're growingfaster than the average.Weare trading atan 
almost 3.5 multiple points on OCF 1-8. And we are trading far, far less on a free cash flow yields basis. 
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We consider this a very attractively priced business. And I think part of our job, part of my job and the Liberty teams'job is  to 
educate the investing public, orinvestor8,abourthir business. It isa uniquestory.It isone that is not fully understood. because 
there aren't so many camps. And it i s  one that. because of the way it stood inside Liberty Media, I don't believe has been fully 
valued or appropriately valued. and probably isn't today. 

We have told thestoryonour roadshow prabablyto manyofthesame people who werein this room, whoaremedia investors, 
who yotomediaconferencesand readreportsbymediaanalysts.Andthemediaanalystsmightwritethemost articulate report 
in the world about why this deserves a 13 or 14 free cash flow multiple, or rather OCF multiple, and why it deserves a 3% or 
3 5% free cash flow yield evaluation, but the people who are reading it, including many people in the room, are media buyers 
and media rrockhnlden, not e-commerce, retail corninerce, specialty retail holders. And so one of our jobs will be to create a 
new investing public in this stock by going to retail conferences and going to Internet conferences and [multi-inyl theanalyst 
space, and probably incrementing, if not we certainly don't to lose any of the shareholders in the room, but adding to that 
shareholders who lookatthis compared tomany of thecompanies that areon the Boards, because theyown thosecompanies 
or areconsidering investing in those companies,and can look at the relativeattractiveness of Liberty Interactive fueled by QVC. 
That isourchallenyefroman evaluationstandpoint.Thatisoneofthechallenges thatisbeholding to ustogooutandtellthe 
QVC story and the rest of LINT m r y .  

Burl haveyot threepeaplewhoweregainytotell thatstoryin panfarmorearticulatelythan lcan,includingMikeand Billand 
Mr. Rubin. And we'reyoing to move to Mike next.Great. thank you. 

John Orr ~ Liberty Mpdm ~ VP, IK 

All right, I would like to now introduces Mike George, QVC's President and CEO. 

Michael George ~ OVC President & CEO 

I am delightcd to be with all of you today and have a chance to talk about QVC. I thought I would star? by just sharing with all 
of you the reasons IjoinedQVC,andwhatIfoundinthelastfewmonths. IwasatrractedtoQVCnotsurprisinglybytheincredible 
financial success story that all of you know. It is unique in the world of retailing. When I got behind the covers of that success 
itory,whatl reallyfell in lovcwithwasthc busincss model that Greg touchedon.You know you hada powerful businessmodel 
whenyoucanpricemoreaggressivelythan therestofthemarket.Andyou knowthatisaconditionforyoingonQVC.Wehave 
IO be able to price our products a t  a discount to any other retail outlet. 

A t  the same time that we offer that great value our customers, we're able to drop a whole lot more money to the bottom line 
than other retail formats. And our ability, as Greg said, to convert that money to free cash flow is even more compelling. That 
gave me great confidence that this i s  a sustainable model that can drive growth over time. 

1 wasalso intrigued by thiscustomercommunityaroundQVC It was obvious from theoutsidelooking in that QVCenjoyedthis 
really passionate. engaged, connected customer community. And it fell to me that that community gave QVC permission to 
i a k r  thp hmnrl in new and intPrPrting ways 

I a l x  thoughtthat therewasalotonthelandscapein termsoftechnologytrends,newmedia trends,doingthingsthat lwatched 
at Dell that heidgreat promiseforQVC;romeriskaswell,but much morepromisethanrisk.5ixmonthsintothejobI'mpleased 
to beabletoreportthatallofthoseperceptionshavebeenunderscoredin what I havereenatQVC.Andwhat I'vereallygrown 
to appreclate a b u t  QVC is that it is  first and foremost is very disciplined, execution oriented company, with an enormously 
seasoned and talented team at  all levels. They know the formula, They have perfected the formula to a fine art, and we will 
continue to perfect it. That combination of a disciplined, focused, organization and quality team, and these great trends O u t  

there in the world that we think help us, gives me great confidence in the long term success and future growth of QVC. And I 
will try to touch on some of those themes today. 

02DObmom~)n Financial Republshed with perminion Noparr 01 this pubiicarion may br rrproduced or rranirnmed inany form or by any meanrwilhaut the 
prior wiiIten ionsent of Thornion Financial. 

LMC 1 r).0000320 

.. ~ . ~ .  . . . ~  , -. __ I 
~ . , ., , . .~ __-.... . . . ~ .__ ,~ .- , ... .._ , I . ... . 



~~~~~~~ ~~~ ~ ~ ~~~~ ~~~~~~~~ F I N A L  T R A N S ( R I P 1  
i i May.11.2006:900AM, LlNTA-LibertyMediaCorpoiation2006Inve~ors'Meeting 

i hopctolcavryou with thrcftakeawaysthatthatwedo haveandcansustain thistrackrecordofgrowthandprofitability,and 
continue to widen the competitive gap. We have got a terrific customer profile, and onethat is probably different than a lot of 
preconcPptions about QVCs customers. and a loyal customer profile. 

What1 haweseenarea numberof growth piatforms that wewilltalka lotaboutthismorning,whetherit iscreatingdestination 
TV, whether it is growing more leadership brands, as Greg on, whether i t  i s  participating in all of the media and Internet 
developmentsthatwillallowQVCto bemoreubiquitous,orwhetheritscontinuing,strong internationalgrowththat weenjoyed. 

This is  tny favorite slide. It is also Rill Costello's favorite  slide^ It is even better when you add profit. They'rejust aren't many 
rompaniwor manyreta i lp~~ofnur i i2~and~ra lethnt ranta lkaboi l t that ror to fat rackr~ iordofgrowth in revenueand profit. 
And I thirik it isdll the moredistinctive when you compare us not only loourdirect Wshopping competitors. but<eailycompared 
to theoverall retail landscape,and lookat thechallenges and thevolatilityin thedepanment storespaceor the specialtystore 
~pace.Thatreally3ayithereissomethingspecial here.AndI thinkitisboththatcombinationofgreatexecutionandawinning 
and sustainable business model. 

I wantto talkabout ourcustomers because theydodefystereotyping. I thoughtthiswas afun way tothinkaboutthediversity 
of our customer base. We have picked a street corner. We have happened to pick a street corner that is arguably in a retailing 
capital of the US., i f  not theworld. It is interesting what you find in this great retail hub. In the last twelve months we delivered 
180,000packagesto homrswithinamilcand a halfofarguablythebestretailing strectin thccauntry.Anditjustconfirmsthe 
pointthat I thinkall of you understand,which i s  QVC rustomersareeverywhere.They span every region.They span urban, rural, 
ruburban. They span ages. They span income levels There's enormous diversityand vitallty in our customer base. 

W? also have a healthy and growing customer base, which Greg touchedon. A few ways we lookat it. i f  you just I w k  at customer 
count, as Greg mentioned, we're up to 7.6 million customers in the U.S., 10.4 million worldwide. Our goal is to grow that at a 
rteady,ruitainablerate.Youwon'tsee big increasesin thischart, but you willseeapretryconstant drum beatofadding tathe 
rustomerrounteveryyear~ And keep in mindthatthirihartisdomestic Overthe lastfourorfiveyearswhatisunderneath that 
i h x i  is that we have been in all U 5 households virtually since the beginning of the time period shown on this  chart^ We've 
i iwd through thP r i w  of -,atrllitP5, where WP haw typirnlly much l o w ~ r  channel position than on cable. WP have lived through 
the rkeofdiyitdl cdble, where wecompete with many morechannels. Well over M)%ofour households haveeithersatelliteor 
digital cable. And yet iii the face of all thosc forces, we keep adding customers methodically every year. 

We also continue to find ways to get (more dollars out of every customer. As you can see our purchases per customer also 
increasing nicely,acombination o i  both morefrequency, moreunitspercustomer,aswellasa nicesustainableincreaseinA5P. 
Wc continue to raise our aspirations about what our customers want, and in turn lift their aspirations and find that we can sell 
a $1 9 flashlight that never dies and a 5.2000 Dell PC. and be very successful with both. 

What rcally has slruck me about thc QVC customer base is the loyalty. If you look at our total customer base, 6096 will repeat 
purchase within a year of their prior purchase. That number would be higher if we looked at over our customer's lifetime. But 
just within aoneyeartimeframe,60%wiil buyagain.Ifyou lookat mostotherdirectmarketers.1 thinkcatalogswould bethrilled 
to have 30,35"/0 repeat rates. So we feel pretty good about 60. 

But to really understand the magir under QVC, you need to break that 60 apart into customer experiences. If you look at 
i u ~ t o m e r ~  that have only madeone purchasron QVC.onlyabout 309bwill repeat within a year. I seems it takes awhile toget 
enyagedinQVCandtoreallyunderstandwhatitisall about~Manymorewill buyovera longertime period. Rut309bwillcOme 
back, which i s  a very good repeat rate for new customers. More important though is if you boughttwo things from QVC, your 
likplihoodofcomirrg b ~ ~ k w i t h i " ~ y ~ ~ ~ i ~ R n ~ "  Andat5  itiT93% S~i t i~rra l lynntmuchofanovPr~tatPm~nttosaythat i fyou 

kcome engagedenough ir1 QVC 10 try us out a couple of times, you become acustomer for life.That i s  kindof tail on customer 
loyalty is something I've never seen before. And I think it is a testament to a team that focuses in every part of the business 
model on building cuztomer trust, keeping them engaged and never disappointing them. 



'Wrh that 3s backdrop, I wanted IO talka bit about what I see as someofthegrowth opportunities atQVC.And to understand 
rhosegrowthopportunities. ithinkyou need to understandwhatQVCisall about.QVCisnotjustabouthomeshopping. I think 
about QVCas having afew dirtinctcapabilitier that in turn gives usagreat platform forgrowth. QVC isaveryefficient aggregator 
of traffic, whirh Greg touched on. We're in 160 million households worldwide. We served up well over 300 million Web visits 
worldwide last year. We know how loaccumulate trafficand then builda veryengagedcommunityaround that traffic. 

And a lotoffolks haveasked mewhywedon't domorein theareaofpaidadvertising,morelnternetadvenisingasanexample. 
ThP reason i s  that it i s  simply less efficient than the powerof our own network. We haveexperimented with search advertising, 
and WP do little bit every  year^ But we find that at the kind of rates that the industry is buying up search terms, the economics 
ilw just not thrw, not for 115. And I am not sure rhefy're thprp for a lot of folks that are spending the kind of money they're 
spending toddy. We drive lraffir much more efficiently with the power of QVC than with the power of other paid vehicles. 

Wc are of c o m e  a global retailerwith succes5 not only in theU.S. but in major markets outside the US.. andas we havediscussed, 
a lwei  of growth, productivity and free cash flow performance that is pretty unique in retailing. We're a builder of brands. 1(11 

talk more about that in a minute.Thatis unique in retailing becauseofthepowerofourair time. 

And we're in the entertainment business. We are there to engage and entertain our customers. And we're finding more and 
:nore interests in QVC ar an entertainment opportunity. That all leads to four platforms for growth 1111 talk about, viewership, 
brands, channels and international. And I will go through each of those. 

Viewership. We have a very simple recipe at QVC. which is the more people watch us, the more they buy. And we focus on 
viewership, not on selling. Because the harder you sell, the fewer people buy. That is a lesson our competitors have gradually 
learned over theyearr. But for us i t  i s  about making engaging programming and pulling people in and making thisappointment 
TV, must ree N. Thew are just il few examples of the ways in which we can go beyond the normal formula to bring exciting 
energy and buzz to our business. 

Wetalknn therlid~aboutrealiiyTV. Itirawonderful trendforu5,anda way forusto buildmoreenergyandbuzaroundthe 
hrand~Forrxampl~,ar manyof youmayr~ial l ,  ~ ~ w ~ r e f e a t u r ~ I o n m ~ p i s o d ~ o f T h e  Apprenticeandalsonn MarthaStewart 
Apprentice. like other brands have done. That gave us a lot of visibility. But we went beyond that. We had all the interns after 
The Apprentice show come back to QVC and sell on QVC. The only time they have ever let the interns out in public while the 
show wasstill running. And gata lot of newsvalueout ofthat. We had DonaldTrumpcorneon theairtwice to sell60,OWcopies 
of his book. That is the way to kind of leverage these properties and do some uniquething~. 

Wfarc partnering with a showcailed Blowout. I don't know if any of you have seen it. ltisavery fun program on Bravo featuring 
(Jonathan Ansonl, a ceiebrity hairdresser in Beverly Hills. who has a line of haircare products. And they follow Jonathan around 
and report his real life. A big part of his real lifc i s  selling on QVC So we often have Bravo in the building filming Jonathan as 
wr'refilminq Jonathan.Andallafa sudden we havethisfreeserieslongcommercialon 0ravoaboutQVC.Andin turn Jonathan 
helpiusout. When we launched his hairrareline we sold35.000 units inan hour,ourmost successful ever haircarelaunch.Two 
weeksgo we launched PaulaAbdul'sjewelry,capitaliringonTheAmerica ldolphenomenon.It was themost successfuljewelry 
launch in our history. More and more of that will be coming. With our reach and our popularity we can form these creative 
partnerships and leverage these properties to grow the business. 

Leadership brands i s  another important oppoiiunity. Greg touched on it briefly. It comes in a couple flavors. We have a great 
brand poiifaiiotoday~Someofthemarepictured here Wecan continueto bring moreandmoreleadership brands underQVC. 
Brands that historically wpren't willing to come on to a home shopping network There was a perceived stigma there that has 
tiirgelygnn~away~ Ar th? dppartment 5toreindustry rontinuei to shrink, and specialty store5 struggle, moreand moredesigners, 

inore and more great brands want  to come to QVC for us to tell the story. Thal gives us enormous growth opponunity going 
forward. Wealso want to continue to grow our  own proprietary design and sourcing. And as Greg mentioned, we think there's 
iomeopportunitirs for M&A that I will touch on. 
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Herc'r what makes QVC J great home for brands. Tor m y  given customer that buys a product from QVC, there are probably 
abaut 100watching.That isa terrific advertising vehicle, and onethat we probably haven't fully capitalizedon. I think thisquote 
trom William Laud~ristelIIngabouttheirexperiencPwhen we gotcaughtan Este Lauder brandonQVC. You seesales lihoutside 
of OVC. 

I f  you lookat ihefloor's product mix, what they promote in any given weekand you IookatQVCscosmetics lineup,you'll find 
striking similarities, because thefloorverywiselyfollow us, becausewhen that productisonQVC,theflwrsales spike.Nordstrom's 
sales spike. That i s  a great benefit we have for us and for our brands. And by the way, when we bring brands on IO QVC we 
generally enter into exclutive arrangements, which gives us a widening advantage to the competition And in turn we think 
rhprr'r an npportunity to rrlertively look for early or mid nage inv?wnent or acquisition opportunities in brands that we can 
build on QVC. but build elsewhere dS well leveraging the power 01 ihe network. 

We're going to do it carefully. We're going to always hold true to a principal, which is we're nor going to put something on air 
just because we own it. It's got to work, and i t  has got to deliver the sales per minute, and keep the customer happy. We're 
convinced there's a lot of opportunity here, excited about our work with Bill and ProFlowers, where we think we can build 
compelling programming, and more of that to corn?, 

We will continue to grow our proprietary brands. Aboutone~thiid of our mix today are proprietary brands. It i s  a good supplement 
to the national brands. And it isimportant to understand that these brandsare leadership brands. Theseare not me too brands. 
Thesearenatlow~costbrands.We led theway,aranexample, with ourNorthern Nightswamen's brandsin teaching theindustry 
about thread count. And we had a much higher mix of high thread count product in our own private~label than the industry 
had.We havea new line of Amadaus European~inspiredfinelinens togoon topofNorthern Nights. 1,000 threadcount Egyptian 
cotton. A great product at an unbeiievable price 

The same i s  true in cookware, with the leadership brand in Cooks Essentials, and other brands we're putting around it. We will 
continue to invert in that, Continue to expand our design and sourcing capability~ That in turn gives us both product 
differentiation, great value and margin opportunities. And while we're not banking on our gross margins rising over time, and 
we haw not given that as guidance. this i( another way to insure that our margins are helping h d t h y  and stable, because 
there products Come with a very advantaged gross margin structure. 

Th? thirdareaofopportuniryistomakeQVCmoreubiquitous.Toget usinfrontofmoreeyebalIsandtofollowthetechnology 
and themediatrends. Hereis whythatisimportant tous.Thischarttellsyouthevalueofacustomertouswhoisaphoneonly 
customeron theleft, oran onlineonlycustomeron the right. Whatisreallyexcitingtous isthevalueofthecustomer thatshops 
both channels. This just tells us sort of this obvious insight that our best customers want to receive QVC in multiple ways, and 
orderin multipleways,depending an where theyare, whatthey're doing,whatthe productii.Wewant tocontinue to provide 
new channels and new ways for pcople to access QVC. 

We will continue 10 grow the Internet business. As Greg said, when you look at the growth in the Internet, including global, it 
tops $1 billion. That puts us in the top tier of worldwide Internet brands. If you lookat it by verticals. it is a similar story.Twice 
as big. our beauty business at  lthefloor.com1. The Jewelry business the same size as Blue Nile. Our linens business, domestics 
business, as big ar the two category killers combined. We can dominate over time these industry verticals online. 

We will continue to inw<t, an area ai  passion for me, in making your Internet site world-class. A focus for us will always be on 
mtegration~ Again, our <.vstomer wants to shop multipie channeis. So we will keep driving that integration with innovative 
approaches. Some of the things thar has enabled UI to really build our Dell computer business is that you'll watch a Dell hour 
o n N .  Wewill h a v e t h ~ D e l l ~ ~ p ~ i t ~ ~ ~ p l a i n t h ~ p i o d ~ c t . W ~ w i l l t h e n g o n n l i n e a n d r e s ~ a r r h  it,andfindnutmoredetailsabout 
!he producl. And that Dell expert. as mor1 as he or she goes off air, goes behind the stage and conducts a live chat with our 
internetcustomers. whereevery Internet customercnn askwhatever question they haveabout theproduct. And it getspeople 
over the intimidation factor, multiple ways to learn and to buy. 

~~ .. . ~ 
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Our beauty business has a very high Internet pcnetration. We think for a simple reason. You'rc a engaged by the show. The 
show teaches you about great new beauty brands you may now had been aware of, what they are for, how they're used. And 
then once you fall in love with that brand, you will reorder it, and you order different kinds of SKU8 online, even if you never 
had been engaged with the N show. That is a power of that integration. A number of other enhancements. I won't take you 
through all of there, but expect to see continued focus on upgrading our Internet site. 

We have hearda lot thiimorningabouttheN,Internetconvergence WethinkthisisgreatnewsforQVC. I'm notgoingtotry 
:o predict th? pace at  which it will happen. But what we want to i s  dial up the experimentation, ttying to find new viewership 
patterns far our cuslomm And I'm showing a few examples here 

Today if you go on to QVC.cam we have a link chat will you get a live feed of thedww. It  is a nice application. It i s  a lairly small 
screen size. Not highly used today. But what is interesting about it i s  that live feed, the usage of it spikes over the lunch hour 
duringweekdayr.Right?Sowe haveour customers thatwatchusontheweekendandloveusandwatchusat night.Andthen 
maybeon the lunch breakwith their great broadbandconnection they haveat work theyareabletowatch usforafew minuts. 
That tells us our customers will engage in Tv on the Internet. Next year we will be launching a redesign of our website, where 
as soon as you go to the home page, you'll be presented with the live show. and then other Internet content wrapped around 
the live show. So the integration, it is  100% 

It is not just about going to QVC.com. Wc want to find other ways for folks to discover us. Today channel surfing and 
word-of-inauth are the primary ways p e a p l ~  discover u5. We think in the future Internet surfing will be another good way to 
discover us. We're working on deals with some major portals. one we hope to announce in a few weeks, whereby we will be a 
featuredchannel on thelnternetportals.Andyou can watchQVC whilesurfingothermajorportals,andopenusupto livecall 
new customer set. We will also work on video on demand opportunities with these same portals. 

We have a fun idea railed QVC Live Now. And QVC Live Now i s  all about again presenting this great live content. Live i s  what 
makes it special, unique and unpredictable. And w e p t  want to present it in more and more forms. 50 one idea i s  to present 
theQVC rhannplat key moments to interestedcustomersto maybewilling toengagewith us.Tomakethatexampleconcrete, 
on May 22 wc'w going to haw our rpcond Paula Abdul show. It happen7 to br the night before the AmPriran Idol finale, with 
all the ~ U L L  and viewership around American Idol ha le.  We're going to broadcast our show live from theKodacTheater where 
the finale will be the fallowing day, with Paula and a live audience. We will obviously broadcast it over QVC. We're also going 
to place banner ads in a number of third-party Internet sites where we think Paula Abdul fans might congregate. And we're 
going 10 invite them to view Paula Abdul live. 

WP'YP going to do something pretty unique. We're going to buy ads for 90 minutes around the Internet. It will start with a 

countdown, 30 minuter to Paula, 15 minutes to Paula. And then during the show. if you click on that banner ad, you will be 
prcicntcd with a live feed of the Paula Abdul show. That gives us us whole new sct of eyeballs that might not have ever 
entertained QVC before. These arc all experiments. I am not going to predict which ones will work and which ones won't. But 
it just gives me confidence that there are so many ways out there we can at in front of new folks with great, live content. 

AfewmoreexampIes.Asyou mayknow,wehavehadaninteractlveapplicationin theUKforalongtime.Youcan buythrough 
your remote control on the TV channel. An interesting idea, we're currently playing around with in the UK, and I think it holds 
promiseforus,isifyaudon'tcarefor what isan theshow right now,if it isa productlineyou'renotinterestedin,throughyour 
remote control you can access a hidden channel and see the show that aired in the prior hour. 50 all of a sudden we doubled 
auiiapacityto customers~ 

WP are wry  r x c i t d  ahnut thr S U K P ~ ~  lapan is enjoying what their rnobileapplication5. You can get livp mpams of the <how, 
along with thp Internet application, on mobile phone5 in Japan. And it has become a meaningful viewing and ordering device 
right out of the gate. We're going to watch it closely, and expand it globally at the right time. 
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find then finally, wc'rc trying iomcthing called the 25th Hour. It has been sort of a standing joke around QVC is that the only 
rhinqwecan'tdoiraddanotherhourto theday.Sow?decided totakeon that challenge.And we'regoingtoexperimentwith 
filming 25 hours, instead of 24. And the final hour will be shown on the Internet site. Unique programming. only available on 
the internet site. And counter programrso that we haw a Dell hour on the site, a Dell hour on Tv. And most peopleat any given 
min t  in time aren't :n the market for a computer. we will direct them to the Internet site where they can watch a jewelry hour 
ora homp our. We wiil tect it. We will seem how it works. but we think over time again it holds great promise for us. 

Finally, international. It is a terribly important growth platform for us in the past and going forward. The team there and done 
dfahiilnurjoh buildingstrongOVC businesses. Wethinkthesebusinessescan continuetogrow a t  healthy rates Wethinkitis 
15 IO 2W. localcurrmry kinds of growth ratpsareveryrurtainableover the next few years,along with continuing increases in 
our EBITDA yield as those mdrkets grow into their fixed costs. So both healthy top and bottom line growth internationally. 

WE are always asked thr question, Bill in particular i s  always asked the question, about what is the next market. I will repeat 
what youguys weretired of hearing. which is we keeplooking. WethinkChina haslong-term potential.Other marketsin Europe, 
France, Spain may be possible if D n ,  Digital Terrestrial, takes off. They're not quite at the level of cable penetration that we 
think works. But theotherthing wenrewatching is whether someofthese newapplications,someofthenewways todistribute 
fhPshowCO"1diieateadifferentapproach internationally.Itisfartooearlytojudge that.Andso nospecific plansinternationally, 
other than to continue the qreat success in the three markets we're in. But I think overthe long term that will certainly evolve 
a i  WCII. 

And let mecloseon puttingmytavoriteslide backup.1 haveaverysimplejabasCEOofQVC,whichisto keepthisgoing.And 
as youcan see, I'm pretty passionateabout thecompanyand thegrowth prospects.AndI thinkofallthethingswehavetalked 
about and many things yet to be discovered, I have no concern about maintaining a very strong and exciting growth rate for 
QVC.Thank you. 

John Orr 1 i h m y  Medin ~ VP, IR 

Thanks. Mike. And now please welcome Michael Rubin, the President and CEO of GSI Commerce. 

~~~~~~~~ ~~~~~~~~~~ ~~ ~~~ ~~~~ ~~ ~ ~~ ~ ~ ~ . 

Michael Rubin ~ GSI Commerce ~ CEO 

lhank you. It is our pleasure to be here today. Just by way of background, GSI Commerce is i ts own public company that i s  on 
the NASDAQ and 2fl% owned by Liberty, who is our largest shareholder. I just want to start by introducing GSI, as everybody 
in the room may not be familiar with the company, and tell you it will be a little bit about background on the company. 

Weareoneof thelargestecommerce platforms.And reallywhatthat meansis weoperatemost,ifnotallaspects,of50major 
brand nameand retail e-commerce companies businesses.That means we actuaily run thetechnology platform% We buildthe 
boxes. We pick their phones up We place their online advertising. Again, it is  really running most, if not all. aspects of their 
r~rnmmerce businesses 

The c.ompmy i5 headquartered right outside or Philadelphia. We havegot 1,500employees. Weoperateabout 1 million square 
ieet of fulfillment c e n t e ~  iii Louisville, Kentucky. And we have call centers in Melbourne. Florida. And in fact, one coming later 
this year. And also our international headquarters in Barcelona. 

~ justwant toquickiytalkabout themarketthatwe'readdressingtoday.Weareinabouttwo-thirdsoftheoverallpcommerce 
market today. Overall ?-commerce in 2006 is a little bit more than $100 billion. And today we are in about seven categories. 
And thosecategories roughly represent two~thirdsof totale-commerce. What isverycommonabout thecategoriesthat we're 
in today is that thcy arc some of later adopting, fastcst growing e commerce categories. They also have a very high average 
order.Today ouraverageorder isover $100 a month for theseven merchandisecategoriesthatwe'rein today.Andalrothere's 



yrcat brand namesin thesecategorics.GSIi~allaboutsupporting big brandnamerand bigretailerrtooperJtctheire~commerce 
ousinesses. And what i s  really important for us is  to work with the best names in each of these categories. 

~ thinkrveryoneisfamiliarwiththeyrowth thate~commerceisgoingthrough.Certainh/againaliftlebitmorethan SlOObillion 
m sales today. We expect to have nice growth over the next five years to a little bit less than $200 billion. Again, the categories 
!hat we're in are actually growing at a much faster pace than overall e-commerce. 

Also one point that I would like to also make is  the gross profit associated in the industries that we wive it i s  very high. Think 
about maybe about Swhaverage gross profit. Soour partners today that arein -commerce orsignificante-commerce businesses, 
torlay haveSt00awragrorder with $50 in g ros  profit, which makeifor a verygood business lor Pwrybodyinvolvd 

One of the biggest questions that we're asked is why do people want to outsource their ecommerce infrastructure and 
operations. and why don't companies just do this themselves? First and foremost today overall e-commerce represents about 
6% of total commerce in the U.S. It is projected to grow to maybe 10 or 12% in the next five years. What is interesting is in the 
Gx categories or the seven categories that we talked to already, it is actually more like 3 or 4% And what is important to 
iunderstandiswhetheritis3or446,orwhetherit is lOor12%,itisnotourpartners'corecompetency.Atthesametime,itisa 
missioncritical businesr that theyneed to beverygoodat.Andthatiswhycompaniespartnerwithustogetthebestcapabilities, 
the most innovation, the best infrastructure, but without having to have all the complications of putting together a highly 
complex business. 

I want to quickly hit on our value proposition. First and foremost. we offer complete solutions. Companies that work with GSI, 
while mostcompanies workwith usin all aspectsofthe services that weoffer. we havea totally integrated ecommerceoffering. 
And again it includes fulfillment, customer sewice, technology platforms, designs. development placing online advertising, 
handling the CRM, all the market shots. all the multichannel integration. So again it i s  a very complete solution. 

We're totally invisible to the consumer. If you go to one of our website sites, like nfl.com or pola.com or esteIauder.com. you 
are never going io  see GSI. We're totally invisible to the consumer.That i s  very diflerent from our primary competitor. which i s  
Amazonwith thesrrvirP~businPrrthal i \ - - i t i r  <mainly- unlikeGSI . - i t  rp r ta in lyhas~nmeconf l i r t in th~rom~~ies tha t they  
work with. And I think thdl is d real point of differenlidtion for GSI. 

We have tremendous sale and operating leverage. And the great thing i s  we just getting going. We started in 1999. $5 million 
went for our platform. This yeaiwe grew approximately $1 billion to the platform. And we're just getting going creating more 
operating efficiencies and scale. While it is 5ignificantly more than what each of our partners have individually, there still 
tremendous more operating efficiencies still to come in the future. 

Wc'rc highly focuscd on investing in the growth and in innovating all of our capabilities. We just went international last year. 
Only lcssthan 54bofour business today is handledoutsideofthcU.S.,95%in the U.S.ora little bit more than 95%in the U.S. 
Roughlyall kindsol marketing services through our partners.This issomething branded thatweonlystartedto offer in thelast 
yearanda half. But GSICommercewill be theadvertisingagencyoirecord. Formostof thecompanier that wework with, will 
place more than $50 million in anlineadvertisingon behalfofour partners. 

We're cenainlyveryfocused on innovating our platform. We have 300peoplefullyf~ocused on building ane-commerce platform. 
And certainly none of our individual partners could afford to make that kind of investment and justily that kind of investment. 
And what exactly you gel is significantly better capabilities. being on the forefront of technology to innovation. And it really 
helps our partners to be more successful, make more money, and do better in ecommerce than what they could do on their 
<,wn 

Wealso thaw a very uniqueeconomic rtructure.The way thecompany is  really created i s  under long-term, exclusiveagreements 
with the companies thatwe workwith.Theaverage length of our agreement phaseisaroundsevenyears. Someare maybeas 
short as four or five years. And we actually have deals that are as long as 20 years. And the way that we work i s  that we simply 
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tdkca cammiision foropcr;ltingallaspeitrof ourpartners'e commcrcc businesses.Roughlyspeakingwctakcaround bctween 
a 20 and 25% rammission on the sals  that take place for providing all the services that we provide today. Again, these are 
under exclusive long~term agreements. 

J u s t  togiveyoua quickfee throughthepartnersthatwewoikwithtoday,someofyou mayrememberthecompanyasGiobal 
Sports. That is where we started in 1999, and we originally started as a sporting goods company. We really spent the first three 
years only in the sporring goods business.Today we havea tremendous leadership position in sporting goods with companies 
IikeDicklssportinggoodsand S p o r t s  Authority, whicharethetwo big brickandmortarretailersinthesportinggoodscategories. 
Weoperatefourofthefiveleagueriteswith NFL, theNational HockeyLeague.Major LeagueBaseball, NASCAR.5everalfwtwear 
brand5 that WP work with like Adidas and Reebnk and Rockport 

So again, this is a business that we focused on all the way through 2001. It wasn't until 2002 that we started to go beyond the 
sporting goods business. And that is when we changed our name from Global Sports to GSI Commerce. All the categories that 
we're in today beyond sporting goods. again, were launched from 2002 to 2005. 

Apparel i i a very big categoly for us. We work with companies like Polo, Levi's. Kate Spade, Burberry. Certainly the electronics 
category is a big business for us. We work with companies like Palm, Radioshack, Tweeter. Health and beauty, Este Lauder and 
all the brandsthey work with.The Limited through the BBW businesandGNC. Entertainment propenies,and alsoa big business 
in thrjrwelrycatcgory. 

1 thinkwhat I wantto leave you herewith again I S  a themeof sevengreatcategories.Great brand names.Marke1 leadersin the 
business. And we'r? feaiiy operating most, if not ali aspects of their e-commerce business. and allowing them to be more 
successful than what they coulddoan theirown. 

One of the questions that people ask us is  how we have grown 10 quickly. Really want i to hit our growth strategy. First and 
foremost, we continue to add new partners at a very rapid pace. And if you really look at the chart what you'll see is as we 
continue to add new partner$ earh year that really helps to compound the growth^ 

One of the thinys that is  very important to urrdersimd about our business i s  we basically have il sales cycle between six and 
twelve months to sign up a partner. And then the average partner takes around six months to launch. We don't charge our 
oartneranyrtartupfees.AndthedveragepartnercostsabautS1 milliontoadda partner.S~wearereallyfundingall thecosts 
and expenseand capital forintegrating these partners, where we have no revenueagainst it. Once theonce thesitegoes live. 
it is instantly profitability. And the site generally pays itself back within about a year on average. So again, our new partners 
have been a big part of our growth. 

One of the big great things about our business today is our existing partners today in 2006 we do around $1 billion through 
our platform. Now we have a very nice big base of comp store growth to really grow. And again I think our comps are running 
somewhere in the low 20s to mid-20s. And certainly we're enjoying significant comp store growth. 

'Wthin our existing partners, really how do weget this comp? First and foremost is really just driving thegfowthofe~commerce. 
In addition to that, we're continuing to innovate our platform, and again build lots of capabilities the partners couldn't do on 
their own. A great example of that would be buy on line, pick up and itore.This i s  something that maybe 10 or 15  of the top 
coupleofhundred retaiiersdoitthemse1ves.That is whereyoucangoonline,acruallyorder themerchandise,andthen upfrom 
thertorec Andcompanies IikeBest BuyorCircuitCity have beenveryfamousfordoingthis. Butitisactuallysomethingthatis 
wry complicated to do 

We 5tarted pushing this two or three years ago. And by I think the end of next year we will probably have almost as many 
companies doing this with GSI that do i t  in the rest of the country. This is a great example of innovation, how we can go out 
and do something that i 5  highlycomplexand complicated, invst  largecapital dollarsintodoing it,and then sharing that across 

.~ -.... 
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our broad partner base. Wc do that in many other areas. Things like gift registries, personalized and customized prmlucts, 
'nternational capabilities. Again, that i s  why partners workwith GSI. 

We are offering services again as a brand-new business that we only entered in the last year, year and a half. That is providing 
design sewices for our partners. providing ~ placingonline advertisiogforour partners, placing CRMsapabilitiesforour partners, 
and email marketing for our partners. That is a businersthat isalsogrowingveryquickly. Again, last but not least isinternational. 

want to quickly highlight our growth versus [he overall growth of ecommerce. I think if you look at overall retail, it typically 
grows betwem 3 and 5%ayear. I thinke-commerceisgroundingataround 25%averagein the past fiveyears. We havegrown 
at  an averdge two to thwr timer the paip of overall it emmmerce. That i 5  because of, again, all the things that we do to help 
Ddrtners baokfdsler thanwhat theycdndoon 1heirowrr.It is becameof theddditionofnewpartners,andalso being positioned 
~ I I  some of the best e~commerce categories. 

This chart really illustrates how we have grown the categories. What you'll see is again through 2001 weare really focusedonly 
m the sporting goods category. And really in each of the last couple of years we have added one new merchandise category 
and about ten .. eight to ten new partners. That we guide to five to ten oew partners to be expected to be added each year. 
But again we have beenat the high end of that range between eight andren partners. And this yearso far we havesignedfive 
n w i  partners to take us up to 55 or 56 partners year-todate. 

Wethinkthat most of ourgrowth willcome from theexiitingcategorierthatwe'rein. but therearestillafewmoreinteresting 
categories. And we think over the next couple of years we will have additional opportunities to enter a few more categories. 
We certainly believe that WQ can maintain at least the pace that we have been on, and really even look for an acceleration of 
the ability to add new partners maybe even at a faster rate than we have historically going forward into 2007 and beyond. 

To be quite honeq the biggest reaim why we haven't added more than eight or ten partners a year for the last several years 
lwas just how fast the company is growing. And as we have been able to invest and scale the business, I thinkwe actually now 
have an opportunityto really accelerate the growth of the busines 

This chart is not quite as prelly as the QVC chart as il relates to the sales numbers today. But we do have a chart that we 
shamelessly did not actually steal from them, but really illustrates the same type of growth, which is continued four quarters 
oftrailing twelve month saler.That i t  hasgrowseveryquartersincewe have been in business. I thinkthe most importantthing 
that I really want to talk to the group today about is  during all the good and bad times of the Internet, we have continued to 
grow quarter after quarter on a trailing twelve-month basis. I think again that is because great partners, remain focused, and 
always good exPcution behind the business, 

Last but not least, I want to talk about the multiple drivers of margin expansion. One of the great things about getting to $1 
billion roughly in mcrchandisc salcs this year iswe're really started to see somevariableoperatingefficienciesand some overall 
efficiencies in the business. Oneofthegreat thingsaboutalso being only51 billiongoing through the platform is wethink that 
we have tremendous growth ahead of us, and tremendous operating efficiencies to come. 

think just a couple of things to point out is our gross profit has continually gone up year after year over year. I think that is 
'eallyjurt becauseof theaddition of moresewicingdeals From asalesand marketingexpense perspective that iswhere really 
al l  about fulfillment and credit cards, and customer rervice costs goes. And I think we can see there this isagain scale working 
For us And again with only $1 billion of sales we thinkthere is tremendous upside for us in the years to come. 

:n m arpa like product dwelopment, which i~ where we 5pend all of our trrhnology investment, what we are really excited 
about it is lo see that godown ds d percentageof sales.We werespending $10 million ayearfour yearsag0,and this year we 
will probably spend about $30 million or 535 million in annual technology expense, plus another 20 or $25 million in CapEx 
What you see i s  tremendous leverage, and at the same time continued further investment dollars into the platform. And then. 
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.again,that is whywccandosucha bctterjobforour~irtnersthanwhatthfycandoontheirown.Last, butnotlcast,isG&A, 
where certainly as the business continues to scale, we continue to get more leverage. 

Ihankyou. 

John Orr LiberryMedia VP, IR 

rhank you. Michael. And now I would like to welcome the Chief Executive Officer of Provide Commerce, Bill Strauss. 

Bill Strauss ~ Provide Commerce ~ CEO 

Prcsentinq last today well, I warat the Kentucky Derbyon SJturday.and presenting last today brought back horriblememories 
of the horses that I bet on and where they finished. 

Anyway. SO iet'rralkalittlebitabout ProvideCommerce.AndIwanttotalkaboutthethreethingseffectivelythatmakeusas 
successful as we have been to date. One is our direct business modei that Greg alluded to earlier. Second i s  the great people 
that execute on that direct business model. And then I think culturally what is most important to us is execution, execution. 
exerution. That i i  what our business is all about. 

We learnedalong time ago that what we shiplor ourcustomer sanddeliver isan emotion, nota product. It is farmore important 
ioourcustomers than the SSOtheywill spendon anaverageorder value with usto ensurethatwhen they buygihsfor birthdays, 
rlnniwrwiP5, Valenrine'r Day or, this wwk, Mother's Day, that that product arrives on time and is pwfwt  every single time. 

And someof the resultsofour model and our focus has been the highestcustomersatisfaction in thespacethat wecompete 
n ~~ revenueperemployeeof approximately51 million.Wehave been profitableformanyyears now.Ourdirectbusinessmode1 

alsoenabler ustooperatea negativeworkingcapital model that throwsoffa lotoffreecash flow. 

Additionally. it is a virtual model. When we say virtual, for a company we will do approximately $225 million for the 12-month 
period that ends June 30, '06  IO about six weeks from now, seven weeks from now. For that period of time, on the books of 
inventory will be approximately 53 million worth of inventory. And that i s  not perishable inventory. That is inventory like 
mckaging materials. boxes, things like that, or our accessories ~ vases, bears, chocolates ~~ products that really don't get 
obsoleted. 

Additionally. our model is very, very scaleable. During days like today, we are taking and shipping orders at the run rate of a 
multibillion dollar business, but we have to be in all profitable at that run rate of a $200 million business. So very effective 
Susiness. 

Thewaresomeofthefinancial resultstodate~Soyou can seewe haven'tbeenaroundaslongasQVC,sowe havetomakethe 
barra little bit wider, but hopefullya similar trend that wecan continue for many years tocome. 

Arid i t  i s  interrstiny, when you look at our growth rate, nobody krrows about ProFlowers yet. or Cherry Moon Farm or Secret 
Spoon- for ProFlowers,whichisourbiggest brandandnorthof2Wmillionofour revenuesforthisyear,wehavelessthan5% 
maid& brand awareness and just north of 15%aided brand awareness. 

Nobody has heard of us yet, and we continue to yet resuits like that and steal market share from our competitors that have 
?uge brand awareness. Wecompeteagainst fTD, north of 95% brandawareness,or800-flowers in themid-80% brandawareness. 
Theseare the results thatweare getting byfocusingon thecustomerand deliveringa better value proposition that I will walk 
you through in a second. Additionally, as wc get bigger, we get better, as you can tell by our gross margins on the line below 
the revenue line. 
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io how do WE do it?Thc way wc think about the world at Provide Commerce i s  what customfr problem arc we solving for? 
And in the United States. the US. is  16th in per capita consumption of flowers in the world. The wealthiest economy on the 
Planet 1 5  only 13th in per capita consumptlon offlowerr. 

iustomws say they don't buy more flowers for two reasons  one is they cost too much, and I will go into that. So the reason 
why flowers cost too much, you can see on the left-hand side of the slide here, is because they are being marked up in a very 
mefficienr rupplychain. Flowers are a product that is perishable. And they begin to die the momentthat you CUI it. 

But the legacy supply chain, where our competitors compete from -- both 800-flowers and FTD ~ they fulfill from that retailer 
lxirket~ Flowers go from a grower to an importPr in a wholeul?r to a wtailer. i.e., like a florist, finally to ronwmers. All those 
guys in the middleare making up that product. 

What we have done is we have eliminated the middleman, we've pulled cost out of the model and we pass thosecost savings 
on to thecustomer.Sothatis model 1.We havecutcosts--onerearon whycustomersdon'tbuymoreflowers--theycosttoo 
tnuch. This chart explains why they cost too much in the legacy supply chain. and what we have done to fix that. 

The second reason why customers saythey don't buymoreflowersis they don't last very long. Well, sure. Evetystepalongthe 
,way in the wpply chain. as they are being marked up, they are also aging. Flowers can live in the supply chain, where they go 
!hrough thesupplyrhainandspend upto 12dayswoRhoftheirlife,ifyou wilI,in thesupplychain,thatiswhytheyarconly 
going to last a day or two in the consumers' home. 

What wedo by going directly from the grower rothesupplierand cuhing out manydays ofthat.we literally reverse theamount 
of time flowers will spend in the supply chain toa relativelyfewdaysandguaranteetheywill last in theconsumers'homefor 
at least sewn days. 

i o  t he customer wc pick customei pro blems. we solve for customer problems in the flowers category and theothercategories. 
This explains t he results that we have had to date, why we can deliver a better quality flower at a better price. 

i o  l l ie rnodel hds numerous advanidyes. Some of the other advantages for the consumers besides speed and cost is with our 
model. because wegotogrowers,we know exactly what we'resellingand how many--thecustomers will getwhat theywant. 
'I you order from us. we have relatively few to no substitutions at all versus, again. our competitors, who are using thousands 
of local retail florists all over the country. These local retail florists our competitors use do not have any inventory systems. The 
o r d m  get sent there without knowing that exactly what the customer ordered is in stock. We don't do that. 

Additionally, fine variety for instance, red roses. There are over 50 different kinds of red roses that are grown and sold. We 
know thc two or three varieties that last the longest, have the biggest heads and open the most consistently. Those are the 
ihrcc most important attributes for Amcrican consumers. Because we buy our flowers direct from the growers. WE can ensure 
?hat ourcustomers will get those threevarieties every time theyorder,and have a higher likelihwd of havingagreatexperience 
with them. 

Talk a little bit about why thegrowersand suppliers like working with us.Theflower-growing industry isa commodity industry. 
When you havethat many middlemen, i t i s  not surprising, becausethe productthatthegrowersaregrowingisnottheproduct 
;hat thecurtomerfinallyre~eivesat theendofflowersgoingthroughthatinefficient supplychainand being upto 12daysold. 

i o  what happens i s  the middle guys, the importers who buy the flowers, are negotiating out every penny, every half-penny, 
~ ~ ~ ~ r y ( ~ ~ a i t ~ r . p ~ n n y ~ ~ ~ ~ t t h ; l t t h ~ y r a n g ~ t o u t ~ ~ i t i ~ a r o m m o d i t y b u s i n e r s . S o t h e g r o w e r s d o n o t m a k e a l o I o f m o n e y a n d  
d lot of them are struggling dround the world. 

' J  ZOO6 Thmwn Financial. Rrpublirhcd with permiision. No part of ihi5 publi~afion may be reproduced or transmitted in m y  form or by m y  means without the 
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'What wr  have done, we've gone to growers and WE say, we want to be your most profitable customer. And in return, we want 
your highest-quality product. And their answer i s  always, done, because they're looking to make more percent so they can 
west mow in technology, buy more land, build more greenhouser. WQ enable these growerr to do  that. 

Yaw, on top of that, i also believe in the old business adage, what gets measured gets done. So every single month, we give 
'eedback to the growers how their product i s  performing, not according to our standards, although we have lots of internal 
QA, but i t  is feedbackfrom thecustomers.Andweconrtant1ytalkto ourcustomersin systematicways bycallingthem,surveys. 
e t c ~   that getsfed right back to the grow err^ 

WP iliw bdieve we h a w  a lot of  growth^ IndPpmdent of thP Liberty acquisition, which just happened in February, we have 
k e n  growing nicely, as you can see. We ihink there's d lot of organicgrowth in the flower category with our ProFlowers brand. 
We don't think we have scratched the surface yet. We continue to grow that nicely. 

Additionally. we thinkthere's also a lot of growth in some of these other categories we launched. We launched Uptown PRIME 
and SecretSpooninOaoberof'03.- i'msorry.Uptown PRlMEandCherry Moon Farms-~inOctoberof'03.In Novemberof'05. 
weiaunched Secret 5poon.Those products will double from last year's tothis year. So we think there'sa lot of organicgrowth 
~n the brands that we're doing now, as well as new brands that we have ideas for as well. 

Soar we think about thew ncw categories to get into, wc look to solve a customer's problem. We want to make sure that we 
can give customers better value, better product, more convenience, if you will. Weare good a t  supply chain management. We 
lookforcategoriesthat haw fragmented supply chains. 

Wealso likea recurring revenuestream. Flowersisaveryseasonal business~-obviourly,Valentine'sDayandMother'sDaymake 
up a huge part of our business. And also, the categories have to be large. It i s  as much work to do a large category as a small 
category We try to focus on the large categories. 

Werlrealsoecmticto be partof theLiberiyfamily.Wethinkitisabsolutelythe rightthingforour businesrandourcustomers. 
WP rhink that with th? unaided brand awarpnp\i and even aidpd brand awarenp~s rhat we have, there i s  a huge opportunity 
(moving forwdrd. 

Ourgoal,ourkey,is toget in theconsumers'considerationsetastheydecideto buy product. Wethinkthesynergyofworking 
withMikeand hiscompany, combining lnternetandvideolstilll brands isabsolurely therightstrategy. We havea lotofcustomers 

~~ over 5 million customers. Lots of other Liberty properties have customers ~~ maybe there's an opportunity to cross-market 
~ C ~ O S I  different customer bases. 

Wealsothinkon thecost side ~ m d  I think the cost sideisalways less intcresting than thetop line side buteven on thecost 
sidc, wc buy a lot of corrugated cvcry year. I'm sure what we buy doesn't it pales in comparison to what QVC does. Maybe we 
can share vendorr tor C O S ~ S  of telecom, packaging, areas like that, that we can help drive down our costs. And we think there's 
a lot of marketing expertiseacrosr thedifferent companies that hopefully we can learn fromas wegofonvard. 

Sothat isinaquicknutshell a little bit about Provide,someofour brandsand howwedothingsand howwegottowherewe 
are. And once again, we're just thriiled to be part of the Liberty family. We think there's a lot of headroom and synergy to be 
found over the next fewyears. 

John Orr ~ Liberty M d i n  ~ VP, IR 

Thanks,Bill.Andwith thatconclusion, thatconc1udesourpreparedremarksfortoday.Nowwearegoingtoopen it uptoQ&A. 

And I'mgoing to inviteGreg Maffeiand our Chairman, John Malone. uponstage. 
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Greg Maffei ~ l i~ertyMedio~President&CFO 

wantedtomakeiyuesstwopointsbeforeweopenitforquestions.Oneis,you know,you have heardalotaboutthepotential 
synergies. And we talked a lot about how video can drive both on the Capital side and on the Interactive side. 

One point i would makc is obviously some of these Web businesses arc being priced and driven by the cost of search terms, 
which isa biygerand bigger percentaye.Andobviously,vidw promotion wethinkismuch morevaluable.Andas thosesearch 
terms yet up, it i s  really raising the value of our video promotion. And there is an underlying kind of built-in benefit, I think, as 
:hat grows. And it is a halo over how much our promotion is worth. 

And th? secondthiny is, when you thinkaboutthecommunityand the networkeffectsthat goonin a lotofthese Webbusinesses, 
nobody has that better than QVC. The testimonials. all of those things are reinforcing on community. And as that goes on, the 
ways that we can bring community across more elements of our businesses and leverage that kind ofexperience is something 
rhar I think we will continue to look at and both very much in line with overall trying to operate Liberty Interactive as one 
company and tfying tooperateand leverage Web trends 

With that. I guess WE'W going IO answei some questions, and delinilely tap our friends from Liberty Interactive, who gave the 
(great presentations. 

Contact Us 

Q U E S T I O N S  A N D  A N S W E R S  

Bob  peck^ BeorSteorns~Analyit 

Rob Peckwith Bear, Steams. Justa coupleofquickqurstions. Firstof all. Dr. Malone, could you comment~~oneofthecomments 
:made before was if youcould haveany company, well, MySpace would bea greatcompany.Couldyoutalkabout maybesome 
of the other social networks out there that could be just as interesting. whether it be Feedster, Xanga, Facebook, eti.? Any 
rhoughts therefor Liberty? 

John Malone~libertyMedra~CEO 

WelI,afcoursc,thosc have becngrcdtaSsft5. In f;tct,oneof my summer interns wasoneof thccofoundfrsofFJccbook 
3ylosayforayuywhowas22yearsold. hewasdoinyokay. 

No, I think thesevehicles which create their own content are obviously very interesting. It really does change dramatically the 
i.conomicsofcommunicationand community. i t  is moreGrey'sspacethan mine tocomment on whether or not Liberty would 
lave opportunities in that space. 

Obviously. wedo indirectly through someof ourvehicler, whether it i s  InrerActiveCorpwith Match.com, which isacommuniry 
ofnature,aswellasCitySearch,which has huge trafficnow~Orifyougoouer to Rupert,who--really. thepurchaseofMatch.com 
or of MySpace kind of focused News Corp. on the amount oftotal traffic that they get and focused them on ways to monetize 
that traffir and I think m o v d  them up to my gums ik, what, third, mayk,  mort-visited collective site. 

Soit isclearlyaphenomenonon howto monetirethis,andyou know,onlineadvertising reallyatthis point ikalmostallonline 
said search and it's search-driven in terms of this revenue model and how clever people like Peter [Churn] can figure out how 
:o create more of a traditional advenising model in vehicles like MySpace is  going to be fascinating to watch. 

50 in the direct participation, I don't know ~ that is probably up there on Greg's radar screen. Indirect participation I think i s  
something we are already enjoying and can benefit from. 

camc 

4 2mThmm Financia1,Republshed with permirrion No pan afths publicari~n may br reproduced or rranrrnined in any form or by any rnPaniwilhourrhe 
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Bob Peck-BearSfeatns -Analyst 

And a quick follow-up - does it ever make sense for Liberty to maybe tty and regain the voting rights over at InterActiveCorp, 
oris that not something that makes senseon theagenda? 

John Malone -1ibertyMedio-CEO 

Well, i thinktheoriginaltransaction with Mr. Dillwwasprettyclear. A 
change. Sure, now that the business is built and doing quite well, i 
p i n t  be doable as the resultof some negotiation or transaction. 

in the short run, I thinkthose businessesh 
model paralleled that of QVC and Prov'ki 
businesses.And sowethink theireconom 
are t o  be viewed within the same parameters, 

The relationship between Liberty a n d  MI. Dilier has gone through many twists andturns over the years. A i  the current time, I 
guessthestockthatweacfuallyowndirectlyrepresennabout54%,ithinkofthevoresinthecompany. 

time. things change, circums 
nsolidate it. And t h a t  may at 

e. are suitesim1br.And there 

Greg Maffel LibertyMnlra Prewipr i t&CtO 

rhlnktPr55and iLor54andS2 because IAC hardonea lhnlemore buybark,butit 

John Malone Liberty Media CEO 

You know. we were down when Vivendi -- when Seagram came in, we diluted down and they got converted to Vivendi, Then 
Vivendi got redeemed out. Our voting interest went back up. It has varied a l l  over the place, and it is a dynamic relationship. 
Andifitweretoturnoutthatitwasmore~luablerorustoownoneortheotherofthose,.wewould havethatdiscussionrhrith 
Barfy,orifconrolidating madesenseandwas worth theprice,we wouldgodownthatroad.Butforthemoment,wearepreny 
happy t o  see those businesses growlng In parallel with our Interactive business. 

Bob Peck ~ Rpar 5 l m r r n  ~ A n o l y i l  

Las t  question and I will let somebody else go. Mike and Bill have done a very good job as far as building their businesses and 
getting new clients on board. Could you give us a littie more color behind the synergies of maybe some of the suppliers that 
OVC works with that couid maybe become partners or somehow have some sort of a relationship with GSI and Provide? 
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John Malone LibertyMPdia ~CEO 

8MikeandMike.Theyarethereeveryday. 

__ ~~ ~~ ~~ .. ~ ~~~~~ . . ~~~ 

Michael George ~ QVC President & CEO 

The question is synergies with the current couid you clarify the question for me? 

. ~~~~~~~~ ~~ ~~ ~~ ~~~~~ 

Bob Peck~BearSreoms Analyst 

Anyiynergies there between someof yoursuppiierson QVC that maybe ultimatelyGSIcould dotheire-commercestores that 
could ultimatelywork with Provide? 

Michael George - QVC ~ Presrdeni & CEO 

Certainly Mike cdn ddd to it. i think absolutely there is an opportunity. There's already some overlap there. I'd probabiy better 
let Mikecommentr onthat space. 

Michael Rubin -GSICornrnerce~ CEO 

We have aiways benefited by being part of ihe QVC family in that. cerlainly starting off six or seven years ago with $5 million 
, r i  sales and still today at 1 billion being roughly 15 or 20% of the size of QVC, they have been incredibly helpful to us in many 
operational aspects,from helping us toachiev? betterfreightrate5,from helping ustoachieve better phone rates,from helping 
.o usachieve better ~ reailyjust leveraginga Iotofthe~izethatQVC has.Soactualiyit's something thatsincedayone has really 
3een a very helpful partof our corporatestructure. 

'nadditiontothdt,there hasbeenalotofexperiencewherehaving,again,someoneinthefamilythatissixorseven times your 
<,kc, it can always help to add strategic value and help you through different issues where they have been there and done 
:hat is  aim rriticaliy important. 

And as far as the last question, as 11 relates to vendors. there certainly I S  g w d  dialogue in where thecompanies worktoyether. 
And I think we often look at things where either those vendors that QVC has a relationship with, and if we are in a process of 
going through and trying to attrart that vendor, QVC's positioning can definitely help us. 

Weactually haveasignificant media businesstoday. Weoperatebelowthemedia--TBS,HBO--thatisagoodSor 10%ofour 
Dusiness. QVC was very influential to helping those companies to come with us. Some of the sports leagues where QVC and 
GSi enjoy big business together ~~ NASCAR would be a great example of where, together, GSi and QVC. I think we'd probably 
:F the higgmt seller of NASCAR pmduct5 in thp world. 

i o  I think there is. for two companies in the space that we run. a fair amount of collaboration and partnership. And I think 
Together, we certainlyare able to create more than we could individually. 

John OII ~ 1iberlyMedio VP, IR 

Next question? 
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Adam Schwae~FirstManhatton  analyst 

My question is for Dr. Malone. I t 's  Adam khwartz with First Manhattan. I was struck by listening to the dewription of Liberty 
Capital. It struck me as sort of a venture capital portfolio. And when I look at it, I see a lot more in terms of the flexibility in the 
ttructurc and the flexibility of thc balance shcet. I was wondcring if you could talk a IiRlc bit about how you view it and if it is 
inor? than a vrnture capital portfolio. 

John Malone ~ LibertyMedia. CEO 

Yes. it is kind of interesting, because Liberty Capital is sort of what was left after we took a bunch of other stuff out, is the right 
way to look at it. Vcry philosophically, the way to look at it was mort of these assets were created around the market power 
!hat TCI as the dominant 11.5. cable company had accumulated. and gave us the opportunity to build investment positions or 
outright ownership of a series of businesses, some of which were technologically based, some of which were content ~~ 

programming based, certainly QVC, HSN. All ofthese businesses, to a large degree, relied on the market power that TCI provided 
and basically the skill set in technology. 

Once TCI got taken out of the middle with AT&T, we found ourselves with a somewhat disconnected set of assets with no 
i~ommon hub to the wheel, as it were. And so systematically, we started off by taking out the international cable operations, 
giving themaclearidentityand spinning themtoshareholders,combiningitwithand rationalizingthatsetofassetsand ending 
up with LGI, which I think reported yesterday very strong results. So that war like one. 

We look Dircuvery, which was a 50% pozition in a programming company, gredl enterprise ~~ but we couldn't figure out how 
!o  get valued on it. And we certainly could never contemplate our partners being willing to merge into Liberty. being such a 
diversifid enterprise. They would have to give up control. 

And we never ~~ after many efforts to buy them out andlor merge them in. we concluded that that was likely never going to 
happen because of the private nature of the two partners. And so we thought the best thing to do was to separate it, and we 
'pun i tof f inatax~freespin~off  toourshareholderslessthanayearago togiveititsownidentityand toincreasethe probability 
that 1hc partners would in one way or another recapitalize thecompany and make it onecohesive business unit. 

1 hat left us. thm, with the Liberty Media of today, or of three days ago, before the tracking stock. And then we were puzzled 
ryith ~~ where do you go from here? How do you yet further focus? We recognized that we were trading in most people's 
assessment at a very substantial discount to net asset vaiue. 

We had two kinds of businesses. We had QVC. and it is  an investment in some operating businesses where we son of have 
control, except we've assigned that control to a management team -~ Expedia and IAC. And then we have this other set of 
businesses. somewhat unrelated to those businesses. bu t to a very largedegree portfolio-based. Sa we have a bunch of relatively 
small venture capital thinq,capital-like things, some of which arequite histaic. And we rate the relationships we've had for a 
long whle 

And then we lhave these big portfolios of public securities. And then we have partial interest in things, like Court TV i s  a g w d  
example, where our chance to ever consolidate it i s  slim to none becauseofthe natureof the relationship with the other partner. 

And howto then goforward --well,wethought wecould spin off what wenowcall thelnteractivesetof businesses. However. 
to do so, A., we didn't need the covenant tax requirements for the tax-free spin-off. We didn't have a five-year traded business. 
rurthermore, we had continuing taxasset use in the parent in the Capital side that would be useful in a tax consolidation with 
ihe Intcrartive side. 
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So we hopr by creating 3 tracking side to get focused clear allocation of valuation as between the two sets of assets that 
wouid then allow us to use what dry powder we have to shrink equity appropriately if that turns out to be something that ~ 

rhe way that that discounts apply to the two businesse5. 

I think you heard Greg earlier, and I certainly second ~~ the Interactive business i s  in a position to be a very systematic shrinker 
nf its equity. And I think with fairly high probability, you can expect that to be the course of action for the foreseeable future. 
The rombination ofthegrowth in free cash flow and cash flow and freecash flow that those businessesgenerate, the relatively 
rnodest leverage which we are initiating them with, and just their raw current f r e e  cash flow, puts us in a position to expect a 
wstainable equity shrink or return of value to shareholders kind of a structure. 

And I think,asGreg said, I don'l know that anybody has modeled ityel,ilanybodyontheStreet has modeledit yet, but I have 
played with some numbers. and the returns are quite attractive if you pursue that model. The equity will either price itself 
appropriately, it represents sort of a fair return. or that kind of a prospect actually generates a higher return - I mean, it is sort 
of s r l f  .fulfilling. 

Thecapital side isquitea bit more problematic because wedo haveafairamountofinstant liquidity on that sideof the business. 
!I the equity was dramatically cheap, one could have a one-time event and address that in the short run. It does not have the 
characteristics for a sustainable program of equity shrink. One could address the discount. Part of the whole process of this 
rxkcrwastoseewhcrc thcStrcetputthatdiscount,andthenforthemanagementandtheBoard tomakeadecisioninterms 

of how then to address that discount. 

On the back of the envelope ~ and don't hold me to these numbers ~~ but roughly a heavy-handed sell theassets and pay off 
.hedebt anddistribute the money totheshareholders isabout somewherearound 580ashare--prettymuch where thestock 
, s  currently trading. Greg's niwana,a perfect monetization of allassets with no tax leakage -- 

L 

~~ ~~~~~~~~~~~ ~ 

Greg Maffei ~ I.iberryMediio ~ President 8 CEO 

thinkthat iryour n~rvana,John. 

john Malone ~ Liberty Media ~ CEO 

~ have a third proposal, which is not Greg's nirvana. But the most efficient monetization and delivery of value to shareholders 
with no tax leakage on a static basis, present value basis, givesyou a number somewherearound 5120a share forour current 
r ra f f ic~ 

That difference, that 540 difference or so, i s  really a bet on how efficient that transformation can be executed. And that i s  one 
of the things we will definitely be focusing on here in the next week or two as the stock stabilizes ~ i s  there enough value 
generation in an aggressive shrink tojwtify it? Or should we wait and only address that issue as weactually execute a taxefficient 
monetization strategy on a deal~by-deal basis? I think that is really the issue. 

W r  do h d v f  the liquidity wrrently to put a fairly substantial dent in it without taking unnecessary risk. So how that liquidity 
would be used, excess liquidity  and that i s  without incurring any meaningful tax leakage or without taking on debt that we 
would havea difficulty in servicing. 

So I think that is kindofwhere wesit and how we see it. I would much prefertoseecapital build upits assets. We'vecontemplated 
a number ofdifferentdirections togoin,assuming wedo successfullymonetizea1otoftheseequitypositlons.And that isreally 
one of the principal reasons why Greg has joined us, i s  to pursue the opportunities,to actually build something substantial. 
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My prcferenccsxcalways Icvcragcd cash flow growth. If the business is 
withoutbigCapEx.That irasgoodasitgetsin thisworld,asfarasIcantell. 

you could look at QVCas my nirvana, leverage built 

~ ~~~ ~ ~~~~~ ~~~~ ~~~~~~~~~~~~~~ ~~~ 

GregMaffei ~ LibertyMed,o~Presldent&CEO 

We'rcjust missing that shield. 

www.streetevents.com 
. 

John Malone ~ Liberty Me'dio ~ CEO 

Well, yes, but the freecash f low-~  I mean. thedifference, i f  you look atLGl,which is myothernirvana, theinternational company, 
~oughly20%organicgrowth, but big CapEx ~~ nofreecash flow, right?Soif youcan sustain thegrowth,you can releveragethat 
:ncremental cash flow, stay at a leverage mod4 and usc that to rcturn value to shareholders, that is good. 

Better is you have that plus generating a lot of free cash flow, which doesn't have to go into CapEx to sustain growth. And then 
perhapsthe bettermodel than that isto havethosetwo kindsof businessesinthesametaxgroupsothattheonethatdoesn't 
have the big CapEx and the big tax shield gets shielded by the sistervehicle that has a tax shield. 

And for at least a while, that i s  what you are going to see between Liberty Capital -- I mean, naked QVC would be a very large 
!axpayer today. We could ask Bill, but that would be 400 million? Numbers like that. So isn't it nice that instead of sending the 
money to Washington, they aregoing to send the money to LibertyCapital7 

Greg Maffei ~ Liberly Media ~ President &CEO 

And we think it 

Cont 
.- 

John Malone 1 hrrry MPdm CEO 

9nd we areeternallygrateful 

Greg Maffei ~ Liberry Medio ~ President & CEO 

Sooneniwana could beif youcould find another way toshield, buyanotherbusinesswhich hadshieldon theCapitalside,that 
mould have interactive continue to do all the things we contemplated, and then add shields on the Capital side. Well, you then 
night think a lot of people said, oh, when are you going to spin all these off, make them separate? If you could find that 
iirvana, it might argue that even thinking about spin is the wrong way togo. 

John Malone Liberty Media ~ CEO 

Well, thinkabout& I understand the tracking stock has been somewhat controversial. And they work for some peopleandnot 
(or others. And there have been someabuses. But if1 can take you to oneexperience that we had,where wecreated the tracking 
stock, which 1 take some rxriage in, was the creation of PCS for Sprint. You may well remember that their whole movement 
into wireless was in a joint venture with us and two other cable companies. 

We were basically 50/50 with Sprint Corp. Sprint Corp. was an old-line telcom with a full current tax burden, whatever that 
,anount~ to ~~ 37% probably of their operating inrom? going to thP government. And we built Sprint PCS as a tracking stock 
fellow traveler with Sprint. 

LMC I DO000337 
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Obviously, the massiw capital investment and tax costs in building their wireless business generated enormous tax losses. 
'Those tax loses in consolidatioP with Sprint's old.line telecom represented a very large transfer of economics, not to the 
government, but between Sprint and Sprint PCS. 

Our experience was we put in 1.5 billion by TCI, It was, and then it became TechNentures. and then it became Liberty Media. 
We put in $1.5 billion of equity into the Sprint PCS for a 25% equity space. We burned through that $1.5 billion of equity -- i.e.. 
we took tax deductions that wiped out the S I .5 billion. So if we were a 40% taxpayer, we paid 600 million in taxes. 

kroona5wegottozero basisinour25%,weconvertedthat intoatrackingstockof Sprint'runderataxtreatywherebySprint 
would repatriatr on a quarterly ha5is any tax w i n g s  or estimated tax savings back to PSC~ This was an incremental source of 
cash flow for Sprint PCS. which, aC1Udlly. the financial instilutions would lend again because i t  was that pfedictable. That allowed 
. ~ 5  10 leverage up and build Sprint PCS without putting any more equity in. We ended up with zero basis and something like 
51.5 billion of equity for our stake in Sprint PSC. 

Thatisasefficientavaluecreation madelas I knowof.That's sortofnirvana. Sol thinkthechallenge forGregis basicallytofind 
something better than getting rid of that $40 discount and giving the money back to the shareholders. If he can find a model 
x t t e r  than that, then you know he's going to have the Boards support. And I think that is really the challenge. If heeven gets 
i l o w  to that 40 - 

~ 
F I N A 1 -1.R A N 5 ( A  I P.T 

Greg Maffei LibertyMdra Presrdent & CEO 

Thank you 

John Malone ~ Liberty Medio ~ CEO 

And that is really going to be the bet that the shareholders and the Board have to make, isearly time, the proper pricing ofthe 
(to& relativeto the ability to execute that as an efficient monetization. and then long term, can we build an economic model 
d i n g  the tools wealready haveand theasset base we haveand themanagementskills we have,and buildaneconomicmodel 
!hatcan promisevery hiqh equityreturnson thecapitalside. 

~ ani personally very convinced that on the Interactive side, we've got a huge winner. If youjust take QVC from the beginning, 
lookat the wealth that it hascreated,enough thatwe hadtowrite, what.7.7 billion to buyoutComcast'sS7%?And we'vetaken 

what was the number? 2.9 billion out of i t  just since we have owned. I mean, this thing is incredible in terms of wealth 
generation. 

And part of this whole structure is to allow our  shareholders to look directly at that machine and to understand the dynamics 
of that machine. And I'm really convinced that that one is a slam dunk. The real challenge i s  going to be over on the Capital 
side, where we have the dealmaking challenge of monetization and then we subsequently have the corporate development 
(rhallenge nf finding and building businesses that have the kind of characteristics that we're talking about. 

And one of the benefits of being in this venture capital game that we're in is it gives you a toehold in a lot of businesses that 
are relatively small initially, but could potentially become very large. 

Unidentified Audience Member 

Presumably if you die yoing to try those dedls in new pools of investors, retail company investors and Internet investors, they 
aregoing to bc moreaptto lookat thingsjuston a pure EPS baris.You might have to addresssomeoftherigidities,forexample, 
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capturing the fact that the IRS still vicws you as onc happy company, and trying to capture thc attributes of being able to use 
!he losses of capital to subsidireQVC. 

8s that something that you are kind of figuring out how to address as you communicate to these new investoraudiences, if you 
.hink you can kind o i  come out consistent [multiple speakers] 

Greg Maffel ~ Liberty Medio President 8 CEO 

Well,actually, it isalmost theather way, really.Theloiserwould beatthe Capital rideand Interactivewill pay moneyoverthat 
~ay .So i t  will be Interactivesending moneytocapital, not Interactivesending moneytotheyovernment.5o that isanelement. 

Sutyourfirrt point,iiI understoodthequestioncorrectly,ithinkthatisoneofourchallenges,istoyooutand,asIsaid,educate 
!nvestorson the potential for systematicshrinkor the potential for accretiveacquisitionson topofthe inherentgrowth potential 
;n Mike's business and Bill's business. So that is our education process. 

f I could just add one thing to what John 5aid on thp other side, WP %wt~d out this tracker p r o c ~ n  and we did benefit from 
\"me [run in1 news, bul we have also benefited I think lrom the marketplace assuming that we'retaking a more activist slance 
nn potential unwinds or other transactions which might tighten the discount from pretax. then after-tax, then market, and at 
east moving the market up towards the a f t w t a x .  and potentially moving the after-tax up towards the market. In a way. the 
easy moneyjust happens. 

John Malone ~ Liberty Mpdia - CEO 

would ray one thing i n  rctrospect, because we Ihave been having these meetings for quite a few years. Bob and I stayed with 
mve5tment-grade longer than we should have. I think we sat on and didn't undertake some opportunities that we should've 
mdertakm two or three years ago on the theory that we should sustain that investment grade debt rating. I think it is very 
ilear that that was a mistake because of the opportunities that presented themselves if  you were willing to take leverage up. 

That is just sort ofan observation ofwhywe went through about three years when we reallydidn't kick thecandown thestreet 
naybc as hard as wc should h a w  And wc csxntially were competing fordcals with private cquitythat had no such restraint. 
And therefore, deal after deal atter deal that we looked at, the pricing was beyond reasonable returns simply because we were 
.~nwiliing to put on the incremental leverage. And that i s  the mistake that I promise not to make again. 

Greg Maffei ~ Liberty Media - President & CEO 

lustathought on Capital as I mcntioncd. thcopportunity toconven someofthose after~taxvaluesand move them uptowards 
!he pretax, the market is already pricing in, to my judgment, but that i s  happening. And it will do that. And we acknowledge 
;Neareindialogue,butitisnotyetdone.There'snothing toannouncetoday.Sothemarket has tighrenedin thebelief thatwe 
will get thosedone. I would like to thinkwewill, tca, but i t i s  priced outa lot ofthe potential forthem not getting done. 

Unldentlfled Audience Member 

'inaudible ~~ microphone inaccessible] it i s  probably too complicated for us sellkide analysts to tryto do. So when you look at 
the Liberty Capital valuation <nternally,would you reaily adjust for thevalue ofthecash that i s  remitted from Interactive,as you 
!alked about, instead of going to Washington? 

~~ .__ 
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